
Merchant Power Plants

Introduction

The development of merchant power plants through-
out the United States and in Indiana is a direct result of: 1)
the federal government’s decision to develop a national, com-
petitive wholesale power market and 2) increased consumer
demand for electricity.  Merchant power plants differ from
traditional rate-based power plants as to: 1) how they are
financed and 2) where they sell the electricity they generate.

A merchant power plant is funded by investors and
sells electricity in the competitive wholesale power market.
As a merchant plant is not required to serve any specific
retail consumers, consumers are not obligated to pay for the
construction, operations or maintenance of the plant. 

A traditional rate-based power plant, on the other hand,
is built and operated by a regulated electric utility specifi-
cally to serve that utility’s Indiana retail customers. In return,
the customers are obligated to pay for the plant’s construc-
tion, operations and maintenance.

Merchant power plants are a corporate hybrid - part
utility and part manufacturing plant.  Proposals to site mer-
chant power plants raise issues that are typical with any new
industrial project, including appropriate land use, impacts
on nearby residents, infrastructure and natural resources,
employment levels and wages’ tax revenue and abatements,
etc.  In addition, merchant plants can raise other issues such
as the need for new power and the plants’ impact on exist-
ing utility systems and customers.  The OUCC, IURC, state
and local elected officials and others continue to study these
issues.

Regulation

In Indiana, three state agencies regulate and/or monitor
merchant power plants:
 
♦ The Indiana Utility Regulatory Commission (IURC)
regulates power plants in their roles as utilities.
♦ The Indiana Department of Environmental Manage-
ment (IDEM) regulates power plant air & water emissions.
♦ The Indiana Department of Natural Resources
(DNR) monitors power plants’ water use and impact.

The Indiana Office of Utility Consumer Counselor
(OUCC), the agency designated by state law to represent
the interests of Indiana utility consumers and the general pub-
lic, participates in all merchant power plant proceedings be-
fore the IURC. 

In addition, the Federal Energy Regulatory Com-
mission (FERC) governs the sale of electric power in the
wholesale market.

Merchant power plants may also be subject to local
zoning regulations, where applicable. 

Please see the back of this Fact Sheet for
more information on the OUCC’s role in

merchant power plant proceedings, along
with state agency consumer

contact information.

Merchant Power Plant Information on the Web
For the IURC list of merchant power plants in Indiana:  www.IN.gov/iurc/utilities/energy/power/power_index.html

For the IDEM Office of Air Quality overview:  www.IN.gov/idem/air/permits/powerplt/index.html
For FERC Order 888, promoting wholesale electric competition:

http://rimsweb1.ferc.fed.us/rims.q?rp2~getImagePages~99793~44~1033~1~50
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The Indiana Office of Utility Consumer Counselor is the state agency that represents the interests of all utility consumers and the
public in matters related to the provision of electric, natural gas, telephone, water and sewer services in Indiana. (7/9/02)

The OUCC’s Role in Merchant Power Plant Proceedings

As the state agency representing Indiana utility consumers in cases before the Indiana Utility Regulatory Commission
(IURC) and other forums, the Indiana Office of Utility Consumer Counselor (OUCC) is active in all IURC proceedings,
including those involving merchant power plants.

The OUCC’s role, under Indiana law, is to represent the interests of all utility consumers and the general public. The
agency’s attorneys and technical staff (including engineers, accountants, economists and financial analysts) gather informa-
tion and carefully examine each proposal on a case by case, fact-specific basis in order to develop the agency’s position.

The OUCC focuses on a number of issues in merchant plant proceedings.  These issues include, but are not limited to:

♦  The receipt of input from all interested parties - including consumers and local officials - on the proposal and the
appropriate inclusion of this input into the development of the OUCC’s position and the IURC’s evidentiary record.

♦  The impact the proposed plant will have on the electric transmission system, the state’s electric utilities and energy
consumers.

♦  The impact that proposed natural gas-fired plants may have on natural gas available to Indiana consumers and the
mitigation of any negative impacts.

♦  Appropriate reporting and approval requirements regarding construction and operation of the proposed plant, including
prior approval for power sales from merchant plants to regulated utility affiliates, to ensure that appropriate and fair prices
are charged for the electricity.

♦  The limitation of certain public utility powers (e.g. eminent domain) given the proposed plant’s request for relaxed IURC
oversight.

♦  The maintenance of appropriate IURC jurisdiction/authority over the merchant plant.

Indiana Office of Utility Consumer Counselor
(OUCC)

Consumers who have questions or comments about mer-
chant power plants can contact the OUCC’s consumer ser-
vices staff toll-free at 1-888-441-2494, or through the
OUCC’s Website at www.IN.gov/oucc.  The OUCC’s
Website includes a consumer’s guide to the utility regulatory
process, along with additional consumer publications.

Indiana Utility Regulatory Commission (IURC)
The IURC’s Consumer Affairs Division can be reached

toll-free at 1-800-851-4268.  The Commission’s Website
is www.IN.gov/iurc.

Consumer Contact Information
Indiana Department of Environmental Management

(IDEM)
Consumers with specific concerns regarding air and

water emissions of merchant plants may contact the Indiana
Department of Environmental Management toll-free at 1-
800-451-6027.   The Department’s Offices of Air Quality
& Water Quality can be reached online, respectively, at
www.IN.gov/idem/air & www.IN.gov/idem/water.

Indiana Department of Natural Resources (DNR)
Questions regarding certain power plant water use is-

sues (such as water withdrawal and construction in flood-
plains) can be directed to the Indiana Department of Natu-
ral Resources.  The Department’s Division of Water can be
reached toll-free at 1-877-WATER-55 or online at
www.IN.gov/dnr/water.


